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PRICE-TIMES 
BARNINGS... 


An Old Standard 
_ for Stock Market 
| Calculations 
| Reviewed 


FANE table on this page revives a 
method which enjoyed wide popu- 


larity during the securities market  up- 
swine of the 1920°s and the tortuous 
down-swinge of the 1930°s for estimating 


the “worth” of 
buovant 


stocks. In the 
1920's. when an industrial com- 


common 


pany s shares were selling at around 10 
times annual earnings. actual or closely 
estimated. the price was considered by 


the fraternity as 


trading reasonable. 
meaning reasonably low. 

Technically. the partisans of such a 
measure of value spoke of the ratio of 
price to earnings, If General Motors was 
selling. say. 1929, 
that were figured 
equivalent to $5.44 a share (which the 
corporations report early in 1930 showed 
them to have been) the ratio of price to 
earnings would be 7.3... less than 10. 
and General Motors would be considered 


at 391, in December. 


and vear's earnings 


in speculative parlance a “buy.” 

Before the great price decline began in 
October. 1929, it was not uncommon to 
find the ratio of price to earnings of the 
more active stocks anywhere from 20 to 
10, The specialists in price-times-earnings 


deductions were, in many __ instances, 
highly vocal about prices being high. 
indeed: but the records indicate that 
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STOCK 


Atchison Topeka & Santa Fe Ry. Co. 
Chesapeake & Ohio Ry. Co. 
Norfolk & Western Ry. Co. 
Pennsylvania R. R. Co. 

Air Reduction Co. Ine. 
American Tobacco Co. - 4 
Anaconda Copper Mining Co. 
Chrysler Corp. ae el ee oe 
Columbia Gas & Electrie Corp 
Eastern Stainless Steel Corp. : 
E. I. du Pont de Nemours & Co. 
General Electrie Co. 

General Foods Corp. 

General Motors Corp. 

Inter. Nickel Co. of Can. 
Johns-Manville Corp. 
Kennecott Copper Com. . . 
Montgomery Ward & Co. Inc. 
National Dairy Products Corp. 
Procter & Gamble Co. 

Sears, Roebuck Co. 

Standard Brands. Ine. a 
Standard Oil Co. (New Jersey) 
Union Carbide & Carbon Corp. 
U.S. Steel Corp. 





Figured on earnings for 1943. 





LISTED ON THE NEW YORK STOCK EXCHANGE 


EARNINGS RATIO OF 
25 COMMON STOCKS 
Price — Earnings Ratio 

12-2-29 12-1-37 12-1-414* 
9.8 65.8 a3 
9.1 8.6 12.2 
7.9 8.9 13.6 
9.3 10.9 4.7 
15.3 17.6 16.1 
7.6 13.3 15.0 
9.9 84 tee 
6.5 1.9 16.6 
S20 17.8 11.1 
9.2 11.0 17.1 
15.8 15.5 27.4 
24.2 19.3 23.2 
13.6 17.7 16.8 
ta 8.1 19.5 
20.5 12.9 13.9 
14.4 13.5 18.4 
10.4 qd 8.2 
« ga 32.3 14.2 
13.0 9.9 11.8 
3.8 1.5 19.3 
14.8 9.8 7.2 
6.5 32 10.9 
135 8.0 23 
19.7 14.8 22.4 
7.6 6.9 13.0 

















speculative listeners remained deaf until 
the course of prices themselves in Octo- 
her and December proved the point of the 
supporters of this theory. 
Reversed Sentiment 

During the welter of falling prices and 
1930 through most of 
1932 (the bpttom of the Great Depres- 
sion was reached in the Summer of the 
latter year). 


earnings from 


the price-earnings ratio was 
poohpooed by some who had laid consid- 
erable stress on it in earlier years, for the 
that the small in 
numerous stocks as to raise the 


reason ratio grew so 
case of 
question whether or not it made sense. 
Nevertheless. if the ratio idea had appli- 
cation as a guide for seekers of capital 
gains. the fact that it became shrunken 
during a period of great stress for prices 
and earnings both, removed nothing of 
significance from it. 

The fact of it is that any price-earnings 
ratio when used as a base of market cal- 
culations is an arbitrary 
known 


figure. It is 
not wide 


for 


arguing that a price with a price-earnings 


received 
theoretical 


why 10 
attention as a base 
ratio of 10 was thought to be reasonably 
priced, or why it might not have been 9 
or Eh. Retrospect shows that when the 


ratio for an industrial stock in the 1920's 
reached up to 15, it began to receive com- 
ment and from 20 upward the more con- 
servative traders were inclined to watch 
that stock closely. 

The three columns of the table are pub- 
lisned with a premise which is also arbi- 
trary: that is. that industrial conditions. 
market conditions and the market state 
of mind are the same as when 10 was first 
considered as a “reasonable” price-earn- 
ings ratio. It is possible to cast doubt 
upon some phases surrounding such a 
premise, yet particular doubts might ap- 
pear to be cancelled out by positive ele- 
ments. For example, the weight of taxes 
upon net earnings is now far greater than 
it was in either 1929 or 1937. Still. ex- 
traordinary taxes are offset to a degree by 
creat industrial production. 


Market Element 


Speculation has for a long time been 
less active .. . and more thoughtful . . . 
than in 1929, But trading for capital 
gains remains as a distinct part of the 
stock market. despite high income and 
capital-gains taxes. The market state of 
mind, moulded by more research than in 
either 1929 or 1937 may be assumed to 


(continued on page 4) 
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Klements for Investors 


In Common Stocks 


To Weigh 


HIS article was inspired by some of 
I the expectations and emotions which 
prices of common stocks have sought to 





tled down the net, 

To be set down as a counter to so nor- 
mally repressive an event as far as com- 
mon stock prices are concerned is the 
dividend 1944 of corporate 
listings on the Stock Exchange. taken in 
Dividend 
7.2 per cent higher during the first three- 


record for 


composite. disbursements ran 





_ express this month. 
\ presentation such as the headline in- 
1)" } troduces is bound to stress certain cau- 
: tionary factors. along with emphasis on 
ae positive economic events with a bearing 
aed upon the securities market. Both cate- 
— eories will be found familiar to seasoned 
investors and pursuers of capital gains: 
r ‘an useful by way of a re-statement of fun- 
a a damentals. but of more particular appli- 
a cation to readers who are contemplating 
“28 an investment in equities. perhaps for the 
a first time. 
wre Since December | both railroad and 
. " industrial stock departments on the New rite tinea 
co oe York Stock Exchange have reached high into cash before the year-end. This is a quarters of 1944 than in 1943, and may 
ri | records on the basis of average prices... month when. until mid-month at least. reasonably be expected to round out the 
meth the former reaching a point not touched — the supply of stocks offered for sale has full year also on the plus side. 
— before since 1937. and the latter climb- often been larger than the demand. Busi- : ae 
han , ‘ rae ‘ Steady Dividends 
ing to the top of the highest plateau ness indices usually have to be strong to . 
a reached in this vear’s transactions. It is counteract the time-honored December However. dividends in most instances 
ai to be said that. in course of this upward _ price trend. have produced nothing more than a mod- 
trend. accompanied by a series of mil- . : : ; erate return on invested money, with a 
lion-share days. considerable surprise has What Is The Picture? shading off of that return where prices 
oe FT been expressed by cautious commenta- Yet, what does industry reveal? Net have risen this month, Rates of the popu- 
| tors. To many of them the “bulge” was earnings after taxes are running some- lar, long-established equities have been 
aa | unexpected. So the question. why. has what lower than in 1943; this observation much the same this year as in 1943. Mar- 
“oa heen asked by many people. is based on results for the first nine ket technicians would have difficulty in 
port Early December has for years been a months of 1944. as recounted on page 9. finding a reason why dividends should be 
of conventional time for sales for the sake Production has been large, gross earn- discounted by price advances in Decem- 
i of income tax records: also for “profit- ings of most corporations have been sub- ber more than during preceding months 
— taking” by traders who have seen capital — stantial, but high taxes and stiffer costs since mid-Summer. 


gains accrue and elected to convert them 


in some significant directions have whit- 


Railroad earnings have for many 








months been running lower than in 1943. 
October's net income of Class I roads 
was $15,964,000, or 14 per cent, less 
than in the corresponding month of last 
year. For all of 1944, the decline, on the 
showing for the 10 months ended with 
October, may be fairly estimated in the 
neighborhood of 23 per cent. This drift 
is a negative force so far as railroad 
stock prices go, with a positive item to 
be set beside it: through debt reduction 
and retirement the fixed charges of Class 
I carriers have been lowered some $37.- 
000,000 this year. It may be observed, 
also, that even with the extensive de- 
clines of net income in 1944. railway earn- 
ings have been running higher than in 
1937 and 1936, years of extensive income 
improvement over the immediately pre- 
ceding depression years. 

Without determine 
whether negatives and positives tend to 


attempting — to 


stvymie one another in the foregoing 
brief view of salient industrial statistics 
. a task for investment research 
comment may move along to other phe- 
nomena affecting the stock market. 


Bonds In Retrospect 


\ year ago industrial company bonds 
were already considered rather high. The 
Dow. Jones & Co. average for 10 bonds 
on the New York Stock Exchange stood 
at 107.15, the highest level of last Decem- 
ber. On December 9 this year that level 
still prevailed, with an average of 107.07. 
During the 12 months down to December 
this year, the average of 10 higher-grade 
railroad bonds advanced from 102.07 to 
111.80, and the average of 10 second- 
grade rails moved during the same period 
from a December. 1943, high of 67.72 to 
90.10. 

Public utility bonds about held their 
own at a relatively high level, changing 
from last December's maximum of 110.35 
to 109.02. on December 9 this year. 
While bond prices were either maintain- 
ing a sturdy. lofty price front. with yields 
small except for second-grade issues, pre- 
ferred stocks were being bid up vigor- 
ously by seekers of a better income than 
many bonds produced. 

In contemplating the stiff price situa- 
tion of bonds and preferred stocks. ref- 
erence may be made to the swollen situ- 
ation of bank deposits and outstanding 
currency. Demand bank deposits stand at 
the unprecedented total of $90.000,000.- 
OOO; currency in circulation amounts 
to a massive $23.000.000,000. Both con- 
stitute explosive money. as the prophets of 
inflation dangers emphasize: but from the 


9 


recent and current securities market point 
of view, they attract to themselves an es- 
timate dealing with supply and demand. 

It could be reasoned that considerable 
money calling for employment has this 
month been spilling over from the bond 
and preferred stock markets into the 
market for common stocks. This would 
be largely a mechanical process, induced 
by desires which, partially blocked off 
from fixed income securities by high 
prices, elect to find action in a different 
class of securities. It would be reasonable 
to classify the buying of stocks thus gen- 
erated as of an investment character in 
part. These war times, with their accom- 
paniment of high income taxes which 
bear down with especial weight on in- 
comes derived from coupons and divi- 
dends, have permitted the definition of 
investment to be applied to phases of 
buyers intent to acquire gains on capital. 

Fine hairs, indeed, have to be split to 
determine where speculation ends and in- 
vestment begins. But a pragmatic view of 
either falls into the discard when the 
sheer pressure of money seeking work is 
considered. The more important matter 
for an investor to think about when he 
looks over the price position of common 
stocks is whether or not the lessening of 
a mechanical demand for equities might 
affect prices adversely. A parallel sub- 
ject for cogitation is whether or not the 
projected offerings of new bonds after the 
Sixth War Loan is out of the way may not 
act as a kind of safety valve for the bond 
and preferred stock markets, reducirg 
the flow over the spillway into equities. 


Matter of Sentiment 


Market comment has been considerable 
this month about economic changes which 
have effect upon the emotions of inves- 
tors and traders. An alteration of stock 
market sentiment was detected immedi- 
ately after slackened production of war 
materials began to receive government 
publicity. The steps taken to enlarge pro- 
duction of shells. guns. small arms ammu- 
nition and the like emphasized to the 
public that the hoped-for ending of the 
war in Europe was not so nearby as many 
had judged it to be during the early Au- 
tumn. Translated into securities market 
terms. this revulsion of sentiment found 
expression in a belief that the heavy out- 
put of factories would not be lessened for 
some time; also that rail trafic would 
maintain at current high levels for a 
period of indefinite extent. 

Million-share days marked this altera- 
tion of sentiment: at the same time it 
seemed probable that the overflow of in- 


vestment from bonds and preferred stocks 
was stimulated early this month by the 
same influences. Market caution which 
had been evident in stocks since June 
(the European invasion month) eased off, 
and many investors who had been hesi- 
tating about their forward-looking plans 
began to act more positively in regard to 
them. 

In broad outline, the foregoing offers 
certain of the discernible influences which 
have shaped the December stock market. 
It can hardly be said that they have les- 
sened the perplexity which many inves- 
tors face in casting a long-range pro- 
eram. Sentiment has a way of reversing 
itself on short notice. War developments 
are always full of drama and what may 
be expected because of one day’s news 
may have a different complexion when 
the next day’s news is out. 


Pertinent Queries 


Close study of individual stocks re- 
mains as a bulwark against the flush of 
sentiment, and some timely questions, in 
the light of recent market events. press 
forward for review. To point up some of 
them, a reference to the table on page 3 
might be a starting point. 

To be found in it is a cross-section of 
common stocks on the New York Stock 
Exchange, all paying dividends and all, 
when the table was prepared. selling un- 
der $25 a share. Far from affording a 
commendation for either purchase or 
sale. the “mixed” issues supply material 
for critical examination. Such an exami- 
nation would begin with each company’s 
dividend record. 

Over the 16 years covered by the rec- 
ord, some issues have made payments in 
each year . . . and the period comprises 
exceedingly poor years for business as 
well as good ones. The dividend records 
of many others are seen to be “spotty.” 
Most of the hand-picked group are of cor- 
porations which bear the seasoning of 
long life. and it is seen at once that 
longevity offers no certain criterion of 
an ability to earn and pay dividends 
straight along. 

A similar exhibit of stocks selling in 
higher price ranges could be made (as 
THE EXCHANGE does from time to time) 
without altering the fundamentals for 
study . . . dividend records, age, current 
dividend rates. From such underlying 
facts, research branches out into earn- 
ings. calibre of management and future 
prospects. 

The price of a stock stands, in long- 
range investor estimation, in fourth place: 


(continued on page 10) 
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Some New Stock 


“Faces” Appear 
In An Old Setting 


‘ TOCKS selling under $20 a share are 
») commonly designated as low-priced 
and $25 a share hardly carries them out 
of this category, except during a period 
of general business depression. Examina- 
tion of such an exhibit as the accompany- 
ing table offers may act to emphasize 
price to the reader. but further study 
brings forward some instructive facts 
other than those comprised in the statis- 
tics. 

The list of 40 issues on the New York 
Stock Exchange was selected entirely at 
random within the limits set by $24.75 a 
share for the price maximum on Decem- 
ber 9 and $12.50 a share for the mini- 
mum. The roster was then compared 
with a similar list published in THE 
EXCHANGE in March, 1943. It was found 
that 32 per cent of the older list were no 
longer candidates for inclusion for the 
reason that the market over a year and 
three-quarters had carried them up 
through the $25 ceiling. some of them for 
considerable distances. 


Average Movement 


The general level of common stocks, as 
measured by thie industrial average of 
Dow, Jones & Co., advanced in the inter- 
val approximately 11 per cent. 

The ability of all the tabled stocks to 
pay dividends this year offers no particu- 
lar point to research; during the current 
stretch of active business the great major- 
ity of listed stocks are paying dividends 
and have done so for 3 years or longer. 

When it comes to dividend payments 
over the 16 years—or 17 if 1928 be in- 
cluded—wide divergencies among the is- 
suing corporations become apparent. It 
might seem surprising to discover that a 
number, such as Burroughs Adding Ma- 
chine, Davega Stores, National Lead and 
Norwich Pharmacal with unbroken an- 
nual dividends are among those in the 
lower areas of the price range. But fur- 
ther scrutiny of the list as a whole indi- 
cates that price has no regular consistent 
reference to dividend records. 

In fact, the dividend history of some 
issues in the higher price positions have 
been decidedly “spotty.” and similar com- 
ment could be made of stocks which have 
advanced since March, 1943. through the 
ceiling of $24.75. At the same time, it is 





SAMPLE CASH DIVIDEND RECORDS OF 40 


LISTED COMMON STOCKS OVER 


16-YEAR PERIOD INCLUDING A MAJOR 


BUSINESS DEPRESSION 




































e 
Issues Selling Under $25 a Share 
Mhk't 
Year No. Yrs. Yrs. Div. Div. Closing 
Company Div. Pcid Omitted Paid Price 
Stock Organized Since °28 Since °28 1944 Dec. 9 
Alpha Port. Cement..... 1910 14 “33, “34 $1.00 23% 
hom. Rell. Mill........ 1917 12 *32, °34. °38, °39 80 153, 
Barnsdall Oil .......... 1916 13 32-34 80 16% 
Black & Decker..... . 1910 10 "31.36 2.00 225% 
Bliss & Laughlin........ 1919 14 "32, 30 75 21% 
Brooklyn Union Gas..... 1895 15 "41 50 20% 
Bullard Co. ........ . 1894 11 *31-°35 50 20% 
Burroughs A. M......... 1905 16 70 1444 
Chicmamt ©. Oi. 1919 13 "a1, “32,37 1.00 1614 
Cream of Wheat......... 1895 16 1.50 237% 
Daveza Stores ........ . 1928 16 30 13% 
Detroit Edison ..... wes ©689908 16 1.20 204% 
Eagle Picher Lead....... 1867 10 *28, °31-°35 60 13% 
PRUNE io hoo 6conste ones 1901 13 *31-°33 90 23 
Gen'l Refractories ...... 1911 12 "32.34, °38 1.10 223% 
WO oso scireicnteayonews 1870 13 "26.3%. “32 90 24% 
Hives (C. E.)....... ee 1876 13 °33-"35 1.50 22% 
Leriierd FP. ......5.5 . 1911 12 *28.-°31 1.00 18% 
Lele & Fink... ......+: 1916 16 1.40 20% 
Mathieson Alk. ......... 1892 16 1.00 23% 
Nash-Kelvinator* ....... 1916 14 “39. °40 50 15% 
a are 1898 16 1.20 24% 
WE nics a saesntens 1891 16 1.00 415 
Norwich Phar. ......... 1890 16 .60 3 
Cte OO 2 ois 3 .. 1887 14 33. °39 1.00 17% 
Otis Elevater ....5...... 1898 16 1.00 231% 
Phelps Dodge .......... 1885 4 32, °33 1.60 24% 
Pause Gb siccikscs Anes 8 *31-°36, “38. °43 1.00 163, 
Pressed St. Cart......... 1899 (see footnote) 1.00 172 
Republic Steel .......... 1899 7 *31.°39 1.00 19% 
Seaboard OF .......0.55 1919 13 °29.°31 1.00 2314 
IE IES. os 5 s'csccsinces o's 1926 10 °29.°34 1.00 20% 
Te acesesaaws 1919 13 “28. ‘32, *33 67% 14 
Socony-Vacuum ...... . 1882 16 75 135% 
ee, Sere eee 1911 (see footnote) 50 18% 
Tex. Pac. Coal & Oil.... 1888 9 °29.°35 75 18% 
Tidewater Associated .... 1926 10 °28, °29, °32.°35 1.00 16% 
. ere 1927 (see footnote) 50 15 
eS eae 1890 16 1.00 1914 
Wossen © @ S...5..:5..5. 1587 16 1.50 241% 








ine _.*Nash and Kelvinator Corporations were metged in 1936. - 


-\ Initial dividend in 1937 on present 
_ 50e @ year. } ¢ ad tee: 

















* Rollof Wonor + 





York Stock Exchange community. 


T IS FITTING in this month, which includes the third anniversary 
of our nation’s participation in the world-wide conflict, to commemo- 
rate the devoted service to their country of 6,000 members of the New 


Of these. many have made the supreme sacrifice. The names of those 
known to have died that America and the institutions they defended 
might exist unimpaired are presented here: 





George F. Barclay 
Kenneth 5. Beall 
Clifford L. Bell 

Allan H. Brown. 3rd 
William T. Carew 


Henry Chmara 
Mitchell P. Christ 
Joseph E. Clavelle 
Herbert W. Clayton 
Mitchell Cohn 

Charles G. Coleman 
William H. Combs 
John J. Donlon 
Theodore Frelinghusen 


Harold M. Gilmore 





Hubert R. Gurney 
Henry Harper 
George B. Hatcher 
Thomas Hitchcock 
Thaddeus Hubbel 
Gouverneur M. Carnochan John B. Kane 

Peter Lehman 
Jackson Lewis 
Willard D. Litt 
Edward McKeon 
Donald I. Melhado 
Van S. Merle-Smith 
Francis J. Moylan 
Kenneth H. Muir 
Wilfred John Mulligan 
James B. Myers 
Kenneth L. Ogle 


Leon D. Ovler 

Albert H. Peterson. Jr. 
Samuel S. Poor. Jr. 
John Redmond 

John Edmund Russell 
John C. Schmidt 
Edwin F. Schuler 
Harry F. Schuler 
Sam Shapiro 

Denver Thompson 
Loring Thompson 
William C. Tierney 
Thomas H. Vogel 
Albert Wertheim 
Thomas Sloan Young 


Daniel Zick 








to be noted that a corporation's age is far 
from being a measure of its consistent 
dividend paying ability, although most of 
the steady payers are marked by a con- 
siderable longevity. 

The tabulation does not take into ac- 
count past stock dividends which in cer- 
tain cases, along with split-ups. probably 
have no little bearing upon price. A sur- 
vey of the group as a whole fails to show 
that corporations engaged in particular 
industries are more. or less. consistent 
dividend pavers than those of other indus- 
tries, 

To emphasize again that price has 
slight connection within dividend pay- 
ments over a period, it is interesting to 
trace some of the facts disclosed. Irre- 
spective of price or industry. all except a 
of the 40 stocks have paid dividends in 
10 or more of the tabled vears. It is seen. 
too. that. although a majority of the omis- 
sions occurred during the bad business 
vears of 1931 to 1935. many dividends 
were omitted temporarily during vears of 
eood or moderately sood business. Eight 
of the companies stopped payments in 
1928 or 1929 in the midst of an industrial 
boom. 


Price Earni ngs 


Ratio—A Study 


(continued from inside cover) 


be unchanged, meaning that traders con- 
tinue to seek standards by which to judge 
for their own satisfaction whether stocks 
are high or low in comparison with what 
they were a few weeks. a few months or 
a vear ago. 


Position of Money Rates 

\ real question does arise in connec- 
tion with the earning power of invested 
money. The rates which money or credit 
can earn when loaned out are materially 
lower than in 1929, and somewhat lower 
than in 1937; and the backwash of this 
fundamental change is found in the con- 
viction of many investors that yields on 
the dividends of common stocks must fol- 
low credit-rate trends and be lower than 
they used to be. speaking generally. This 
psychology would suggest that the old 
price-carnings ratio of 10 as a reasonable 
standard could be higher today than ir 
1929. For a stock which in 1929 brought 


a 6 per cent dividend return on money 


invested in it but yields only 44 per cent 
today. is selling at a higher price today 
than in 1929, provided that the dividend 
is the same as in the earlier year. 

The investor, upon comparing the col- 
umns of the table, has to read into his 
findings his individual interpretation of 
the factors which find reflection in the 
price-earnings ratios of December 1, 
1944. The comparisons when supported 
by reference to statistical manuals of 
1937 and 1929 show. at least. tendencies 
to be studied. 

A reason would be found. for example. 
for Atchison, Topeka & Santa Fe’s sur- 
prising price-earnings ratio of 65.8 in 
1937. against 3.3 of December 1 this 
year. The road earned in 1937 only 60 
cents a share. against $21.11 in 1943, 
The price-earnings ratio of Pennsylvania 
Railroad was only 4.7 at the beginning of 
this month. against 10.9 on December 1, 
1937. Pennsylvania earned $2.07 a share 
in 1937. and the stock’s price on Decem- 
ber 1 of that year was around 22: where- 
as the price was a shade more than 30 on 
December | this year. with 1943 earnings 
of $6.49 a share. 


1943 Earnings A Base 


Actual reported net earnings for 1929 
and 1937 are employed in the table. The 
earnings for 1943 are used to work out 
the price-earnings ratio for December 1. 
1944, inasmuch as actual corporate re- 
sults for 1944 will not be made public 
for several months. However, nine 
months” earnings of this year, so far re- 
ported, indicate that the full year for cor- 
porations listed on the New York Stock 
Exchange will reveal a decline of only 
about 3 per cent from 1943, a change, if 
revealed in final reports. of no great sig- 
nificance in weighing the price-earnings 
ratios of the table. 

Montgomery Ward’s ratio of price to 
earnings of 32.2 per cent on December 1. 
1937. against 14.2 per cent this year. 
might seem unusual, except that, with 
earnings per share not greatly different 
in 1937 and 1943, the stock was selling 
at 110 in 1937 in comparison with 52! 
in early December this year, Chrysler. 
with earnings of $11.66 in 1937 and a 
price of 57° on December 1, 1937, had 
a price earnings ratio of 4.9; and with a 
price of 89 on December 1, 1944 and 
1943 earnings of $5.36 a share, the ratio 
was 16.6. 


The stocks named in the table and text 
are included solely to illustrate the theme. 
Vo suggestion for purchases or sales is 
im plied. 
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Railroads’ Income Exhibit Shades Broad Trend 
of Earnings For 9 Months 


A NALYSIS of the earnings’ reports 
A of corporations listed on the New 
York Stock Exchange. which are pre- 
sented in the table below in fuller detail 
than last month, shows that if the rail- 
road group were to be eliminated, the 
remaining 21 groupings would record a 
gain over the corresponding period of 
1943, 
2.5 per cent. 


The 25.9 per cent recession by 47 of the 


The gain would be approximately 


75 rail corporations with common. stock 
on the Stock Exchange offers a cross- 
section of results, although not precise as 
to the full roster. When the percentage is 
compared with the outside estimate of a 
23 per cent recession of net for Class | 
carriers for the year, which is found in 
the article on page |. it would appear 
that students of the industry look for a 
better comparison to come with the Win- 
ter months. 

The observation is called for by the 
fact that so large a number of the listed 
rail properties remains unreported upon 
at this date that by no means all of the 
700-odd listed industrial and miscellane- 
ous companies reach THE ExCHANGE'S 
tabulations. For one thing, the table is 
hased upon quarterly corporate statements 
and a substantial number of companies 
are unable. because of the nature of their 
business, to make public their results quar- 
terly, A number make half-yvearly reports 
and. of course, annual reports: and, in 
consequence, the record in these columns 
is far more complete for the semi-annual 
and yearly periods. Also, war-time ac- 
counting. affected by contract renegotia- 
tions and a multiplicity of details un- 
known in peace-time, slows down the is- 
suance of numerous reports. 

The addition of 114 corporations this 
month changes the November tabulation 
in some respects. For 382 companies last 
month, the decline was 3.2 per cent: the 
table now shows a 5 per cent decline from 
the 1943 exhibit. 
concerns displayed a gain of 23.3 per 
cent in last month’s statistics. 9 companies 


Whereas 5 amusement 


reveal a rise of 15.5 per cent. 

The 9.2 per cent gain by 31 automotive 
concerns becomes a gain of 7.5 per cent 
for 52 companies. Aviation, which com- 
panies were not reported upon last month 
hecause too few statements were then in 
hand. gained 11.2 per cent over 1943 for 
the 9 months. reflecting the continuing 


large business of this industry. The addi- 
tion of 2 electrical equipment companies 
to the list reversed the earnings’ figure; 
an increase of 3.4 per cent for 12 units 
standing against a decline of 0.1 per cent 
noted for 10 concerns in November. 
With 46 companies in the chemical group. 
against 40 in the November issue. their 
position was practically unchanged. The 
29 petroleum corporations of the table 
record a rise of 20.8 per cent. whereas 
the earlier report on 23 organizations 
showed a gain of 21.5 per cent. 


A Stable Position 


Steel and iron showed no change at 
all, although an additional company is 
here reported upon—32 of 37 companies 
being covered. The textile group. 11 con- 
cerns against 9 in the earlier table. 
shaded off from a gain of 2.3 per cent to 


a gain of a trifle less than | per cent. A 
fifth tobacco company added to the 4 in 
last month’s table improved a negative 
display somewhat. the percentage of de- 
cline from the first 9 months of 1943 be- 
coming 6.2 per cent against 9.8 per cent. 

The public controversy about cigarette 
shortages points up the earnings’ situa- 
tion of tobacco manufacturers. For inves- 
tors in a group of common stocks which 
normally enjoy notably stable earnings 
and dividends, the present rumpus offers 
elements for research. In some respects, 
the need for balancing conflicting public 
assertions about the cigarette supply in 
order to arrive at a reasonably factual 
conclusion is something of an anomaly 
in the field of research. The obvious fact 
to find emphasis is that elements other 
than those comprised in supply and de- 
mand continue to 


shape the trend. 





NET INCOME OF 496 COMPANIES HAVING 
COMMON STOCK LISTED ON THE NEW YORK 
STOCK EXCHANGE FIRST NINE MONTHS OF 1944 


— By Industrial Groups — 


Number Number 
Reporting Showing 


Industry To Date Net Profit 
Amusement... . . 9 9 
Automobile ce 5] 
Aviation ‘ a 7 
Padme. «ss ss « 15 
Business & Office Equip. 8 8 
Chemical. ..... 46 16 
Electrical Equip. . . . 12 12 
Prmemée 2. 5 ss ss ss 2 19 
i a | 30 
Machinery & Metals . 50 50 
Mining ee ee ee 27 
Paper & Publishing . . 19 19 
Petroleum . . . . . 29 29 
Railroad ...... 47 1 
Retail Merchandising . 19 19 
Shipping Services. . . 4 4 
Steel oe a ee a 31 
Textile Se ee Ge a 1] 
Tebacco . . . 1. « + 5 5 
Cueaes sk sk sw SO 30 
Foreign Companies . . 6’ 6 
Other Companies. . . 17 17 

All Companies . . . 496 189 


Canadian Companies only 


come , ao. 

(1944 vs. Estimated Group Net Income 
1943) Group Net Income (1944 vs. 1943) 
7 $  39.025.000 +15.5 
27 212.075.000 + 7.5 
5 26.674.000 +J1.2 
1] 19.264.000 - 22 
5 8.071.000 Lo ee 
15 182.847.000 - 6.8 
5 62.756.000 + 3.4 
10 26.356.000 —11.1 
10 104.211.000 }. om 
18 54.331.000 — 5.7 
16 52.596.000 — 0.2 
10 29.393.000 + 3.0 
24 157.958.000 +20.8 
9 382.250.000 —25.9 
1] 29.693.000 0.3 
2 2.509.000 —16.4 
7 126.864.000 — 98 
5 14.579.000 0.9 
2 3.435.000 — 
13 275.157.0000 — 2.3 
0 34.572.000 —14.0 
10 17.033.000 — 0.7 

222 $1.871.559.000 — 5.0 














GENERAL INVESTMENTS 


ITH the co-operation ot Henry a 
Wood, Jr.. Deputy 
Harvard College. and Horace S. Ford. 
Massachusetts Institute of 
Technology. THE EXCHANGE is able to 


Treasurer of 
Treasurer of 
present the significant details of the gen- 


eral investments of these seats of higher 
learning. The exhibit supplements a com- 


The salient items of the Harvard port- 
folio, having a book value of $158.028.958 
(market $1066.089.000 ) ar- 


ranged in the accompanying table. Mr. 


value are 
Wood's compilation, prepared for the 
President and Fellows of the college. is 
marked by compactness which enables a 
reader to acquire a picture of the endow- 








posite review of college endowment expe- ment position almost at a glance. while 
GENERAL INVESTMENTS OF HARVARD COLLEGE 
BOOK AND MARKET VALUES, JUNE 30, 1944 
% of 
% of % of Book 
Book Value Total Market Value Total Value 
Cash available for investment $ 2,200,000.00 1.46 $2,.300.000.00 1.38 Shee 
UL. S. Government Bonds... 27,800,775.41 17.59 27.767,187.50 16.72 99.88 
eS ee 31,228.958.17 32.42 54,224.227.50 32.65 105.85 
Total Bonds ......... 79,029,733.58 50.01 81.991.415.00 49.37 103.75 
Preferred Stocks.......... 17,535,732.74 11.10 18,661.340.50 11.24 106.42 
Common Stocks.......... 54,578,184.81 34.53 58.551,369.62 35.25 107.28 
Mortagegs and Advances... 1.880,015.47 1.19 1.880.015.47 1.13 
Real Betdte+.. 2. ccc ccc. 2,705,291.95 1.71 _2,705,291.95* 1.63 
Total General Investments 
(ineluding cash as above) $158,028,958.55 100.00 $ 166,089,432.54 100.00 105.10 








*At book value 


rience during the war which appeared in 
the October issue of this magazine. 
Statistics which follow are transcribed 
from formal reports, and in case of the 
M.L.T. portfolio, with a book value of 
$40,174,000 (market value $42,234,000), 
the changes among securities’ holdings 
over a period of years are charted on the 
opposite page. Mr, Ford notes that the 
list has been little changed since the re- 
port was made up as of June 30, 1944. 





Widener Memorial Library—Harvard 


the detailed investment items reveal the 
breadth of diversification and 
applied by the management. 


selection 


Pooled Investments 


The size of both funds permits man- 
agement a comprehensive scope in respect 
to both of these elements of investment: 
and, although the contents of the port- 
folios differ in many particulars, it is a 
matter of that of them 


interest each 


CUSHING 


showed practically the same percentage 
increase of market value over book value. 
The percentage of market value to book 
value in case of the Harvard holdings 
was 105.10 and it was 105 for the M.L.T. 
list. 

It may be pointed out that the M.I.T. 
portfolio is nominated as representing the 
general or “pooled” investments: in ad- 
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)F TWO PROMINENT COLLEGES * 


ge dition. the institution has various other 

le. funds. Referring to the general invest- 

ok ment account, the report notes— 

es . .. The general position is one of de- 

7 sirable liquidity with capacity for taking 

advantage of any sharp or continued rise ’ — 

bd or fall in market prices during the year.” =r > a 9 Fe se 
he Study of the portfolios reveals the play ; be ty + MS ee! : : 
id- of differing investment philosophies. For aes . io. 


rtfolio Broadly Pictured 
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Massachusetts Institute of Technology CUSHING 


example, M.I.T. has 29.8 of the fund at 
market value invested in United States 
Government bonds, representing, as the 
chart shows, an extensive increase since 
1942. The Harvard holdings of these 
Governments are 16.72 per cent of the 
huge fund’s market value. The Harvard 
portfolio’s “principal” amount of $17.- 
010,000 railroad bonds is 10.8 per cent 
of investment, against 3.1 per cent of 
rail bonds as included in full portfolio 
market value for M.I.T.—a not strictly 
comparable contrast but indicative of 
management attitude toward this class of 
securities, 


Classes of Bonds 


With a similar reservation about 
“principal” value and “market” value, 
the Harvard list contains 9.9 per cent pub- 
lic utility bonds. against 2.1 per cent for 
M.I.T. Of miscellaneous bonds, the Har- 
vard list includes 9.2 per cent and the 
M.I.T. list holds 3.6 per cent. 

Holdings of stocks may be contrasted 
on an equal basis, i.e. market value of 
the groups with market value of portfolio. 
Harvard has 35.25 per cent in common 
stocks, against 43.1 per cent for M.I.T. 
Harvard has 11.24 per cent in preferred 
stocks, in contrast with 1.9 per cent for 
M.I.T.; and the chart reveals that the 
M.I.T. interest in preferreds has been re- 
duced extensively, percentagewise, since 
1938. 

Breaking down the common stock hold- 
ings further, it is seen that M.I.T. holds 
30.7 per cent of portfolio in industrial 


equities, against 21.5 per cent for Har- 
vard:; but here again it is “market” value 
against “principal” value and so the trend 
alone is emphasized. In market value the 
Harvard portfolio as of the date of the 
report was approximately 6.6 per cent 
greater than principal value. 

These divisions of the two funds, con- 
sidering market value, are of direct inter- 
est to investors who study the strategy of 
managers of large funds: 


Harvard M.I1.T. 
Bonds 49.37% 38.6% 
Common. stocks 35.25% 43.1% 
Preferred stocks 11.24% 1.9% 
Real estate & Mortgages 2.78% 7.8% 


To arrive at the investment yields on 
general investments of the two colleges, 
some arbitrary figuring has to be done. 
The M.I.T. yield at the end of the period 
(see chart) is 2.94 per cent. This is the 
percentage arrived at by dividing market 
value on June 30 into the actual income 
received during the fiscal year then ended. 
The figure is valuable principally in con- 
nection with the chart line, in disclosing 
the drift of the yield over a period. 

Taking the Harvard’s market value of 
$166.089,000 dividing the 
$6.315.000 income on “principal” value, 
as set forth in the college’s report, the 
yield is found to be 3.8 per cent. The yield 
on the $155,728.000 principal investment 
would be a fraction higher. 

Employing a much smaller portfolio, 
M.I.T. management has less opportunity 
than Harvard to pursue diversification 
among common stocks, if such a goal 


and into 











were to be taken into consideration. Indi- 
vidual choice is revealed among indus- 
trial stock holdings by these issues. some 
in small amounts, which appear in the 
M.I.T. list and are not included in the 
Harvard roster: 

Borg-Warner, Central Aguirre Associ- 
ates. Decca Records. Dow Chemical. Hum- 
ble Oil & Refining. Inland Steel, Johns- 
Manville. Kroger Grocery & Baking. Na- 
tional Steel. Owens-Illinois Glass. Pitts- 
burgh Plate Glass. Shell Union Oil. Tim- 
ken Roller Bearing, Tybor Stores. United 
\ireraft and United Fruit. 

In general, many of the old-line. divi- 
dend payers for long terms are included 
in both lists. and both also pay rather 
generous attention to insurance company 
stocks and to stocks of banks in several 
cities, Only five railroad common stocks 
are held by Harvard and only two by 
M.I.T.. Chesapeake & Ohio being the issue 
common to both lists. 

The extensive and varied railroad bond 
section of Harvard’s portfolio provides 
an interesting exhibit for a period when 
investments in carrier obligations are 
weighed by banks and trustees on a 
critical set of scales in the State of 
New York and elsewhere. The college 
list contained as of June 30. 1943. bonds 
and equipment certificates issued by 53 
railroad and rail terminal companies. In 
consequence of so diversified a roster. the 
$17,010,000 — principal 
tains no blocks larger than $550.000 and 


investment con- 


some amounts are as small as $25.000. 

A survey of the rail list would indicate 
that market value of these holdings has 
increased materially since June of last 
vear. The details of certain individual 
holdings would appeal to the researcher. 
These are some of them: 


$500,000 Atlantic Coast Line first 
consolidated 4s, 1952 (besides S600.- 
0OO other Coast Line short-term bonds 
and equipment certificates): $250,000 
Canadian Pacific 415s, of 1960: 
$300.000 Delaware & Hudson 4s. of 
1963; $500,000 Erie Railroad 4s. of 
1995: $200.000 New York Central 4s. 
of 1998: $500.000 Northern Pacifie 
ls. of 1997; $250.000 Reading Co. 
blos, of 1997. Series ba). a S300.000 
Southern Pacific 445s, of 1955: $250.- 
000 Texas & Pacific first 5s. of $2.000: 
$200.000 Wabash 414s. of 1991, 


The railroad portfolio appears to indi- 
cate that in case of some of the invest- 
ments in “secondary” roads. long-term 
issues were balanced to a degree by blocks 
of equipment trust certificates of the 
same properties. Thus. the college in- 
vested $200,000 in Pere Marquette 415s 
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SIXTH WAR LOAN 
SALES RESULTS 

Although the sales of Government 
bonds by the New York Stock Ex- 
change community throughout the na- 
tion during the Sixth War Loan drive 
have not yet been fully tabulated. 
preliminary figures indicate that the 
distribution by member _ firms 
amounted to approximately $800.- 
000.000, The estimate is based upon 
results attained by houses which 
were instrumental in placing 80 per 
cent of member firm sales for Uncle 

Sam in previous War Loans, 











of 1980 and also in $200,000 in Pere 
Marquette equipment 2!'xs. of 1951-53. 
Round amounts of equipments are held, 
also, of such properties as Atlantic Coast 
Line. Chicago. Milwaukee, & St. Paul & 
Pacific. Erie. Missouri Pacific. Southern 
Pacific and Southern Railway. Pennsyl- 
vania Railroad is represented by small 
blocks of equipment issues but no long- 
term bonds. 

Two Chicago, Burlington & Quiney 
issues are included. to a total of $553.- 
OOO. the 4s of 1958 and the 115s of 1977. 
Atchison. Topeka & Santa Fe has a place 
in the portfolio, with $700,000 adjust- 
ment 4s. of 1995 and general 4s, of 1995. 
added together... bonds which usually 
appear in an institutional list of holdings. 


Y’ 7 
Steel Capacity 
WwW! AT would be the ratio of the steel- 
making capacity of the United States 
to maximum demand for steel were the 
consuming industries to run full-blast in 
the post-war period? 

This year the trade estimates that total 
shipments of finished steel to all consum- 
ers will exceed 62.000.000 tons. In 1929, 
according to records of the American 
Iron & Steel Institute. about 37.256.000 
tons would have been consumed in the 
manufacture of such basic goods as motor 
ears, farm equipment. containers and so 
on if peak production had occurred simul- 
taneously. The estimates for 1929 afford 
a basis for looking forward. being the 
vear of greatest industrial activity. in gen- 
eral. until the demands of World War II 
arose, 

The accompanying chart suggests that 
current capacity for finished steel would. 
nevertheless. be ample for anv conceiv- 
able demand in the early post-war . 
with a margin left over. 





Prese 








Finished Steel at 





10 

















AUTOMOBILES 
and TRUCKS 





RAILROAD EQUIP- 
MENT and TRACKS 





CONSTRUCTION 





| HOME APPLIANCES _ 
| FARM EQUIPMENT _ 


CONTAINERS 
[MACHINERY | 








CILGAS Ef MINING 







































































A Dedication to The Axiom About Keeping 


One’s Feet Firmly On The Ground 


By William W. Craig 


(An editorial inspired by some business anticipations) 


HE business of sampling public 

opinion must be rated as a blooming 
industry of these times. Polls hinged on 
the Presidential campaign came through 
with an over-all favorable record for 
accuracy and may be expected to give a 
fresh fillip to other popular areas of 
forecasts on the basis of what people 
think or desire or have a prejudice for 
or against. 

The most absorbing territory being ex- 
plored by poll-takers is that bounded by 
the problematical and immediate post-war 
demand for merchandise of a myriad 
form. 

After examining some past surveys of 
the business outlook, it must strike any- 
one that the resounding billions of dollars 
worth of goods being charted for after- 
war purchase are more reflective of a 
wishful public desire than of certain in- 
tent to buy. It is no trick at all, as any 
adolescent knows. to look over a question- 
naire which asks. “If the war should end 
tomorrow, what is the one thing you 
would like most to buy?”. and think of a 
dozen such things in quick succession. 

A rosy psychological picture is thus 
painted (and accompanied by an antic- 
ipatory thrill); and even though so 
realistic a question follows as this, “Would 
you certainly buy within six months. or 
do you think you would wait longer than 
that?”, the deliberate. calculated reply 
called for is still limned by the brilliant 
rays of desire to have, to use, and enjoy 
things which have been beyond reach for 
several years. 


“How Much Have You?” 


“How much money have you got to 
buy it with?” That is getting down more 
nearly to cases. If you have a pretty good 
job and some money in the bank, it is easy 
to think that you can do considerable 
buying within six months after the war 
ends. Besides. there is usually a way to 
borrow a bit. and partial payment plans 
will abound as they used to. 


So, looking over potential demand 
items. one finds that upwards of 1.500.- 
000 families want to buy $7.000.000.000 
worth of new homes within six months 
after hostilities cease. More than 6.000.- 





QO0 families want to acquire within the 
time limit some $700,000.000 worth of 
household appliances. More than 3.500.- 
000 families have their eyes on $3.300,- 
000.000 of new motor cars, and so on 
through a great list of products. 
Surveys of this kind do not. it is said. 
permit hedging: the wishful-thinker has 
been screened out so far as possible. and 
only real intention is recorded, This could 
be the case at the moment when a ques- 
tionnaire is signed, with one serious qual- 
ification. This surrounds an “if” which 
the questioned has before him: “If the 
war should end tomorrow.” or something 
of an equally febrile texture. inducing 
optimism. The cold fact of such a situa- 
ation is that the questionnaire with 
an “if” starts off with a hedge—a distinct 
moral hazard; because, between the date 
when the forward buying estimate is made 
and “tomorrow,” whenever it shall come. 
the enthusiast’s personal situation is cer- 
tainly going to change in some respects. 


Circumstances Alter Cases 


His financial position may improve. 
but it also may recede. Family changes 
may occur which will postpone cherished 
plans. In my own suburban neighbor- 
hood. there are three families whose plans 
have been changed drastically since the 
questionnaire idea began to blossom: and 
these instances could be multiplied thou- 
sands of times over throughout the na- 
tion. 

In one case. two daughters. each with a 
baby. have come home to live with (and 
largely on) father for the duration be- 
cause their husbands were taken by Selec- 
tive Service and are serving as private 
soldiers. In another case a daughter and 
daughter-in-law. with children too small 
to permit their mothers to work for salary 
or wages, have also come to the family 
hearth-stone. In the third. a similar de- 
velopment affected a family. although the 
soldier husband has since become a lieu- 
tenant and can help maintain the family. 
probably in toto. 

The grandfathers of the tots. the main 
providers in these instances. are white- 
collar workers. and as everybody in this 
group knows. it is like pulling teeth to 


get increased salaries approved by the 
Treasury Department or the WLB. The 
grandfathers are more likely to have used 
up part of their savings in maintaining the 
joint families than to have increased 
them by the time “tomorrow” arrives. 


Savings, How You Look at Them 


Some questionnaires make a point of 
the great savings being made by the pub- 
lic—savings partly directed toward the 
precise purpose of buying certain mer- 
chandise. Analyses of national income 
and what is being done with it point 
toward a total of savings upward of 
$100,000,000.000 since 1939, This is 
fine: it looks like a huge backlog of 
money all ready to buy merchandise, 
homes and the like 
the details of savings. A great part is 
credited to the purchase of life insur- 


until one examines 


ance and to payments toward pensions: 
another considerable part is savings 
made by paying off mortgage and life 
insurance loans; another by reducing 
merchandise 
bought in the past: all decidedly worthy 
but on the negative side of buying power 
in the merchandise markets. 


time - payment loans on 


Again, analysts of savings point out 
that the bulk of the savers are persons 
who had the habit of saving before the 
war; savings are by no means divided 
in proportion to the increased incomes 
of persons whose wages have been in- 
creased. It has been estimated. in fact. 
that three-quarters of national savings are 
owned by about 25 per cent of the popu- 
lation. 


What About Prices? 


The questionnaires on future buying 
lav little. if anv. stress on the matter of 
prices to prevail after the war ends. 
They cant he stressed for ho one knows 
what they will be in reference to 1939 o1 
1940. or any other past criteria. They 
may be higher than in 1939. although 
potential buyers think of prices of that 
vear when they scan the future. Prices 
are unlikely to be anv lower. if wage 
better than in 1939 


as most observers expect them to be. 


rates are to be eood 
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Should prices be substantially higher, 
the change would have an impact upon 
buying as it always does. (Do you recall 
the buyers’ strikes of 1919-20?) On the 
other hand, if sales prices should be 
kept under controls corresponding to the 
war-time controls, and manufacturers’ 
and distributors’ costs should, at the same 
time, advance materially, the matter of 
questionnaire intent would become quite 
academic because the desired goods would 
be slow in appearing. The profits sys- 
tem does not work when profits are too 
slim or non-existent. 

The skeleton structure of post-war buy- 
ing is shored up by problematicals which 
the investor in corporate securities will 
take into account. 


Items for Investor In 
Common Stocks 


To Weigh 
—— 
(continued from page 2) 

and, while price is moulded in part by 
these 4 elements, other factors also help 
establish price and among them volatile 
sentiment, such as the December market 
has produced, is often transient and 
merely a supplement to a conception of 
a stock’s real worth. 

What about a corporation’s inventory 
position—an important consideration in 
war time? What is a corporation’s work- 
ing capital position as respects cash and 
liquid assets—a consideration certain to 
be much in the foreground when the 
change-over to peace production begins? 
Has a company’s management been stable 
and efficient for a period of years? Will 
a corporation’s reconversion to peace be 
prolonged, with a consequent impact 
upon earnings: or will it require little 
time or none to speak of ? 

Has a corporation’s normal field of 
operations become constricted because of 
competition developed during the war? 
What are its evident prospects for devel. 
oping new products, exploiting new in- 
ventions or processes? Has a corpora 
tion’s debt been reduced or increased 
since 1939? 

These are among the questions which 
vall for an answer before an investment 
is made in the December stock market or 
any other. And, crowning all other ele- 
ments in the programs of some hard. 
headed investors is this . is the stock 
under examination an issue that com- 
mends itself as a genuine asset to have, a 
stock worth owning for the productive 
property it owns and the earning power 
the issuing corporation has long dem- 
onstrated ? 
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Analysis of Prospects of Gold 
In Post-War Maze 


Amid the onrush of war news and pub- 
lic absorption in the political implica- 
tions of the United Nations’ progress, in- 
ternational economic elements have lately 
received secondary attention. The situa- 
tion of gold as money and a medium for 
settling trade balances remains, neverthe- 
less, a “live” subject. The following para- 
graphs comprise abstracts from a report 
made by an economist to a New York 
Stock Exchange firm. 


NINCE the outbreak of World War II 
gold ceased to be used as a basis of 
currency and credit, except in a few coun- 
tries and notably in the United States. 
The volume of currency in circulation 
and bank deposits (credit) is in most 
countries, including Great Britain, not re- 
lated to gold. Practically all of the mone- 
tary gold stock of the Bank of England 
has been shipped to the United States in 
payment for commodities purchased in 
this country prior to the passage of the 
Lend-Lease Act in March, 1941. 


Gold Rises In Price 


It is a known fact, however, that gold 
coins have been selling consistently at 
large premiums ever since the war began 
in all markets where transactions have 
taken place. The premiums are a measure 
of the different nations’ distrust of 
their paper currencies. The esteem in 
which gold is still held over the greater 
part of the world was demonstrated by 
the use of gold coin by our military forces 
in North Africa. There is no country 
where gold is not acceptable while all 
forms of paper money may be under sus- 
picion. Argentina, Sweden and Switzer- 
land have shown a definite preference for 
gold and have converted part of their 
dollar balances for it. 

Since the summer of 1943 gold has 
been used in combating inflation in the 
Middle East and India. Gold has been of- 
fered for sale in order to mop up the 
greatly increased purchasing power of the 
population caused by the enormous ex- 
penditures of the United Nations’ military 
forces in these territories. The gold cure 
for inflation is proving a success in Egypt 
and the Middle East. The cost of living 
in Cairo has been fairly stable since the 
summer of 1943 when it reached a level 
almost three times that of the first half 
of 1939. The stoppage of the inflationary 





The Outlook for Gold 


Since World War I the demand for 
gold for such long-established, tradi- 
tional uses as circulating coin and 
legal reserves for bank deposits has 
declined sharply while the price has 
advanced 69 per cent. from $20.67 to 
$35 an ounce. Despite this apparent 
flouting of orthodox supply and de- 
mand relationships, the writer of the 
following article (one of the leading 
foreign economic authorities in the 
United States) is convinced that the 
profit and loss motive will force not 
only such capitalistic nations as the 
United States and the British Empire 
but Communistic Russia as well. to 
unite on a program of maintaining 
the monetary status and price of gold. 
even though its main function has 
dwindled to the settlement of inter- 
national balances. 

People in general throughout the 
world have not been responsible for 
the decline in the traditional uses of 
gold. Governments have arbitrarily re- 
stricted the use of gold for monetary 
purposes and have taken steps to 
make it difficult or illegal for private 
citizens to possess this particular 
metal. The supply and demand rela- 
tionship has thus been artificially dis- 
torted, but there is not the slightest 
shred of evidence to indicate that gold 
has lost its paramount position as a 
measure of value and a generally de- 
sirable medium of exchange. 

JoHN Kate. 











process has been accomplished by official 
sales of a relatively modest quantity of 
gold. 

In June, 1944, official sales of gold 
were suspended and the price of gold 
calculated at official dollar rate of the 
pound—reached a record level equivalent 
to $77.83 per ounce. Since then the price 
of gold declined to about $73 an ounce 
as against the official price here of $35. 
This high price of gold in the “private” 
market is due mainly to the depreciation 
of the Egyptian currency and partly to 
the demand for gold for hoarding. The 
need for official sales of gold by the 
Egyptian banks as a means of combating 
inflation has diminished considerably with 
the reduction of spending by the Allies in 
the Middle East. 


(continued on page 12) 








an 
su) 
du 
in 


fac 


en 
ca 
de 
au 
fir 
ca 
do 


er 
m 
to 


gI 
t 





icial 
, of 


xold 
ld 
the 
lent 
rice 
ince 
$35. 
ate” 
tion 
y to 
The 
the 
ting 
with 
-s In 


c AUTOCAR COMPANY 


5 ris 
Common Stock, Par 2 - 
| TICKER SYMBOL: ACC 


TH 
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Ardmore, Pa., Autocar plant. scene as Army-Navy “E” 


Award was made, 


HE AUTOCAR COMPANY, manu- 
5 poate of heavy-duty motor trucks 
and highway tractors, is one of the few 
surviving pioneers of the automotive in- 
dustry in America, having been engaged 
in the exclusive and uninterrupted manu- 
facture of motor vehicles for 45 years. 

For its first 10 years, the company was 
engaged in the production of passenger 
cars exclusively and, during that time, it 
developed many important elements of 
automobile construction. including the 
first porcelain spark plug. the first Ameri- 
can shaft-driven automobile, the first 
double reduction gear drive. and the first 
circulating oil system. 

In 1908, after having spent a consid- 
erable amount of time in previous experi- 
mentation, The Autocar Company began 
to produce commercial motor vehicles and 
gradually concentrated its efforts increas- 
ingly in that direction until finally the 
manufacture of passenger cars was dis- 
continued entirely. In 1927, Robert P. 
Page. Jr.. was elected to the presidency 
and brought to that office years of prac- 
tical selling experience in the Autocar 
branch organization and as general sales 
manager at the factory. From the start 
Mr. Page applied the policy: “The mar- 
ket must determine the product.” 

Out of that policy, responsive to the 
new demands of truck owners. flowed the 
line of Autocar heavy-duty trucks and 
tractors which have won wide acceptance 


NEW 
LISTINGS 


with nationally prominent corporations 
and with governments. 

The Autocar Company was among the 
first to receive Government orders soon 
after the advent of the National Defense 
emergency in the summer of 1940. Those 
first orders were for regular standard- 
production models. Later the company 
was also commissioned to manufacture 
thousands of armored half-track vehicles 
of entirely specialized military types. 
Plant additions, involving the purchase of 
more land in Ardmore, Pa., went into pro- 
duction, principally on 


work, early in 1941. 


Government 


War Business 


Soon after Pearl Harbor all production 
of commercial vehicles was suspended by 
Government order, and for the following 
two years the entire productive capacity 
of the factory was devoted to military ve- 
hicles for the Army, Navy, and Air 
Forces. Early in 1944, the Government 
assigned the company to build 3.000 of 
the largest trucks that were specified for 
commercial work, The similar allocation 
for the first six months of 1945 is 2,258 
“‘light-heavy” and “heavy-heavy” chassis. 

The Autocar Company was, according 
to the management, the first in the truck 
industry to recognize the urgent necessity 
of providing for motor trucks. service fa- 
cilities which would at all times conform 


(continued on page 12) 
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National’s first landing at La Guardia Field. N. Y. 


T about the same time as the last 

days of the gone-but-not-forgotten 
Florida boom, a young man read an air- 
plane manufacturer's advertisement. While 
a member of the U. S. Army Tank Corps 
in World War I he had dreamed about 
flying. As an honorably discharged vet- 
eran, he took his ambitions with him to 
Montana, where he was first a ranch hand, 
then employed by the U. S. Forestry Ser- 
vice. Now, he was back in Chicago, his 
native city. 

G. T. Baker applied for and received 
the distributorship mentioned in the “ad.” 
and opened what is believed to be the 
first airplane salesroom in any large 
city’s business section, The airplane dis- 
tributorship was followed by the forma- 
tion of National Airlines system, the fore- 
runner of the present National Airlines 
organization which was incorporated in 
Florida in 1937. 

On October 15, 1934, the first National 
Airlines plane started out of St. Peters- 
burg, over a 292-mile route taking in 
Daytona Beach, Tampa. Lakeland, and 
Orlando. 

Forty days later service was extended 
to Jacksonville, and by early 1935, busi- 
ness had increased so that two 8&-passen- 
tri-motored planes were 
needed to handle the traffic. A third plane 
was added before the vear end. 

During the winter of 1936-1937, a 
twice weekly service was started between, 


ger Stinson 


1] 








St. Petersburg and Miami. So great was 
the demand for air transportation be- 
tween these two resorts that in July 1937. 
the post office department authorized a 
daily Fort 
Myers, Daytona Beach was again made 
the northern terminus and another daily 
round trip flight was added between that 
city and St. Petersburg. 


service Via Sarasota and 


In September of the same vear a 10- 
place, all-metal Lockheed Electra. with 
a cruising speed of 180 miles an hour was 
put into Three Electras 
were added the following June. National 
had been awarded a new 


service. more 
route between 
Jacksonville and New Orleans by way of 
Tallahassee. Marianna, Pensacola, Mobile 
and Gulfport, a distance of 531 miles. 

In November 1939, a second daily 
round trip was added between Miami and 
St. Petersburg. and the following May 
saw Jacksonville again the northern ter- 
minus of the Miami and Florida 
coast route, thus making possible contin- 
uous Miami and New 
Orleans. Construction was soon started on 
$100,000 


houses the maintenance department as 


west 


service between 


the new hangar which 


now 
well as the general offices of the line at 
Jacksonville's Municipal Airport. 
Before the line’s seventh birthday one 
of the Electras was sold. another was sold 
1941. and the remaining 
two were sold in June. 1942. With their 
passing. service had to be suspended in 
Daytona Beach and St. Petersburg. the 
two original terminals of the line, be- 
airport 


in’ December. 


cause cities 


could not accommodate the Lodestars. 


runways in those 

The chief activities of the eighth, ninth 
and tenth years of National’s operation 
must remain untold until after the war. 
However. it can be told that on October 
|. 1944, National inaugurated service into 
New York City. Two round trips daily 
are being made between New York and 
Florida points. 

National airlines owns 6 twin-engined 
Lockheed 
planes. besides a ten-passenger Lockheed 
Electra used for pilot training. The com- 


Lodestar fourteen-passenge? 


pany has announced a purchase agree- 
ment entered into in October. 1940. with 
the Douglas Aircraft Corporation for 7 
Douglas Model DC 4-482 aircraft at a 
price not to exceed $385.000 each. 

The company has paid no dividends in 
cash since it was founded. On April 29. 
1944, a stock dividend of one-third of a 
share was paid. comprising 96.606 23 
shares. The 500.000 shares listed on the 
New York Stock Exchange is the full 


amount authorized in the company’s cer- 
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Viewpoint on Gold Position 


(continued from page 10) 


Between the middle of August, 1943, 
when the official gold selling program be- 
came a decisive factor in India, and the 
middle of January, 1944. some 3.500.000 
tolas of gold (1 tola = 180 grains troy), 
or the equivalent of about £20,000.000 
have been poured into the Indian mar- 
ket. Yet the Bombay quotation for gold 
is still the official price 
of 168 shillings in London and $35 an 
in the United States. This wide 
disparity between the rupee and sterling 
and dollar prices for gold is arrived at by 
converting the rupee at the official rupee 
exchange rate. 


about twice 


ounce 


Following the foregoing description of 
the appeal of gold in India and of recent 
gold production, the report deals with the 
Bretton Woods conference of last Summer. 


Those who favor a return to the ortho- 
dox gold standard oppose the Bretton 
Woods Agreement because (1) it contains 
no stipulation requiring members to 
maintain gold reserves against their cur- 
rencies: (2) it provides for changes in 
the par values in the currencies to correct 
a fundamental disequilibrium without de- 
fining the term “fundamental disequili- 
brium” thus leaving the doors wide open 
and (3) there 
are no requirements that the members 


to currency devaluation: 
adhere to sound fiscal policies. i.e.. bal- 
ance their budgets and keep down the na- 
tional debt. 


On the other hand, those who blame 
the gold standard for the economic woes 
of the thirties attack the Bretton Woods 
plan on the ground that it reintroduces 
the gold standard. 

Even the opponents of the gold stand- 
ard believe that gold will be in demand 
for making international payments. as the 
balance of payments of every country will 
at times develop favorable or unfavorable 
tendencies requiring the employment of a 
settling medium, Gold has been used suc- 
cessfully for this purpose and no ade- 
quate and widely accepted substitute for 
this function of gold has as vet been 
found. Without a medium for settling 
international balances, foreign trade and 
other international would 
have to take the form of barter under gov- 
ernmental control. It is questionable, 
however. whether the current production 
of gold would be absorbed or the price 
maintained once the function of gold has 
been 


transactions 


settlement of interna- 
tional balances. unless the United States 


reduced to 


and/or other countries were willing to 
continue buying all the gold offered at 
the present price. 

Thus. gold will at least continue as a 
means of settling international balances 
and its present price per ounce will be 
maintained, as a reduction of the price 
would be inexpedient for political reasons 
and for the loss which the Treasury would 
suffer on its gold holdings. 





tificate of National Air- 


lines has no funded debt. 


incorporation, 


Salient items from the company’s in- 
come account for fiscal years ending June 
30, 1944 and 1943 are these: 


1944 1943 
Oper. Rev...... $1.779.854 $1.308.812 
Oper, Exp.....; Li else 1.037.209 
Non-op. Rev. ... 24.141 21.251 
Net Income* 1.936 164.934 


* After Federal and State taxes 


The income account for the 1944 year. 
besides reporting an increase of $734.045 
in operating expense over the preceding 
year's figures. also noted the adoption of 
new accounting methods to conform with 
regulations of the Civil Aeronautics Board 
and other changes with a bearing upon 
net profits. Details. which limited space 
in these columns precludes. are to be 
found in the company’s listing statement. 
obtainable from New York Stock Ex- 
-hange member firms. 


New Listing — 
Auto-Car Company 


(continued from page 11) 


to the standards of the manufacturer him- 
self. As a result. the Autocar system of 
branches 


factory now embraces more 
than 50 industrial centers. 
Autocar’s annual report for 1943 


showed a net working capital of $4.452.- 
146 compared with $5.708,186 at the end 
of 1942. The decrease was due largely to 
bank loans transferred from funded to 
current liabilities. In the same_ period. 
the company's net worth increased from 
$7,959,832 to $9,446,017. Autocar’s sales 
for the year 1943 were $85,801,039. com- 
pared with $63,391,799 in 1942. The 
1943 sales were almost entirely to the 
United States Government. 

The 1943 profit of $1,971,394 was 
equivalent to $4.20 per share of the com- 
mon stock after paying preferred stock 
dividends. 
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NEW HAVEN, CONN. 

The immense money circulation. above 
$23.000,000,000 as of the present with 
the usual Christmas high-tide yet to be 
reached, indicates that thousands of dol- 
lars are being cached under mattresses 
and in shoe boxes. Or doesn't it? Allow- 
ance has to be made for greatly increased 
distribution of cash among the 11.000,000 
soldiers. sailors. WACs, SPARS and other 
vovernment-employed persons who may. 
in many instances, be without deposit fa- 
cilities in their neighborhoods. But there 
must be big hoards among war workers. 
and a campaign to bring much of this 
money into additional investments in War 
Bonds, in other securities and into the 
banks might be a worthy community pub- 
licity undertaking. 


NEW YORK CITY 

Examination of percentage price gains 
during rallies and of recessions during 
set-backs, which you have been printing 
with reference to selected common stocks, 
seems to show that a definite resistance 
level exists between 45 and 50, Perhaps 40 
could be made the floor. When well-placed 
issues get up into these ranges—except- 
ing. of course, certain usually high priced 
stocks like du Pont and American Tele- 
phone and Telegraph—they turn slug- 
gish even when lower priced equities are 
moving up. Reference to the tables last 
month under heading “Railroad Stock 
Performance vs, Industrials” will illus- 


trate my point. Generally speaking, “mid- 


dle-ground” issues have been far less 
resilient this year when the market was 
advancing than those lower in price. Per- 
haps I am not making a point at all. but 
study of such tables persuades me that the 


540 to $50 stocks haven't had much “zip” 
behind them at any time in recent months. 
In other words. the market considers 
them already fairly high. 


S:.P. 


WILLIAMSPORT. PA. 

Taking up where the investment coun- 
sel article left off (November issue). it 
seemed to me that something of a gap 
stands between the person who has. say. 
$50,000 and another with only $10.000. 
I don't think it would be possible for a 
professional adviser to give close atten- 
tion to a $10,000 fund and make it worth 
while for himself on a small percentage 
fee basis; at the same time. the investor 
with resources no greater could not afford 
to pay much of a fee. I estimate that 
many times more persons have $10,000 
or less than those having $50,000. or 
more, which means that comparatively 
few in the former wide and worthy area 
could avail themselves of expert advice. 


Se 
CAMBRIDGE, MASS. 


.., L remain as always an ardent reader 
of your magazine. However. I would like 
to join my voice with the others who are 
asking, “Why don't you accept advertise- 
ments?” It would permit you to increase 
the size and scope of the magazine consid- 
erably. J. W. H. 
Epitor’s Note: Publishing of advertisements in 
THE ExcHANGE would be proscribed by the pa- 


per shortage should such a step be considered. 


Our immediate task is to “pack” as much infor- 
mation as possible in the currently reduced num- 
ber of pages without sacrifice of readability. 


HONESDALE, PA. 
The improved action of railroad stocks. 
so well demonstrated by your November 
article in regard to past 1944 perform- 


ee discussion of investment, economic and general financial subjects of public interest. 


ance, poses a question for me which has 
been dormant for more than 10 years. | 
carried mine down through the awful 
1930°s and still have what I had in 1930, 
after seeing them plump to undreamed 
(hefore 1929) prices, I simply let the cer- 
tificates rest in safety deposit. Now I have 
to do some thinking calling for decisions, 
and the process is painful. To sell on the 
rise or not to sell! | am not asking for 
help about a decision. only wondering. 
The stocks would still show me a loss. It 
might be a good idea to wait and see how 
the resumed dividends pan out during the 
remainder of the war and for some time 
5. SS. 

Epitor’s Note: The foregoing contains elements 


f a hint. but THe EXxcHANGE stands neutral 
when personal decisions about securities have to 


afterward, 


be made. The railroad situation offers material 
for close study. We seek to present facts to fur 
ther individual studies, as well as illuminating 
comment by competent writers, but go no 
further. 


LYNCHBURG, VA. 

From reading newspaper accounts of 
the recent Investment Bankers Associa- 
tion meeting in Chicago I am persuaded 
that the “talent” expect to be called upon 
to handle a great deal of new. financing 
after the war. If you look into past events 
in securities, prior to 1940, or better prior 
to 1930, you will find that intervals of ex 
tensive financing have been accompanied 
by rising prices for equities. A vigorous 
output of new securities, arousing broad 
interest through advertisements and indi- 
vidual sales effort. is, of itself, a stimu- 
lant to activity and higher quotations of 
established securities. Adding fuel to the 
fire. so to speak. One waits with attention 
to see whether old phenomena will repeat 
themselves in the post-war. 








1944 





NOVEMBER 


OCTOBER 


SEPTEMBER 


1943 


NOVEMBER 





MONTH END DATA 
Shares Listed 
Share Issues Listed ‘ 
Par Value of Bonds Listed 
Bond Issues Listed : 
Total Stock and/or Bond Issuers 
Market Value of Listed Shares 
Market Value of Listed Bonds 
Market Value of All Listed Securities 
Flat Average Price—All Share Issues 
Shares: Market Value — Shares Listed 
Bonds: Market Value — Par Value 
Stock Price Index (12/31/24 = 100) 
Shares in Short Interest* 


Member Borrowings on U. S. Gov't Issues 


Member Borrowings on Other Collateral 
Per cent of Market Value of Listed Shares? 

Member Borrowings—Total 

N. Y. S. E. Members’ Branch Offices 

Total Non-Member Correspondent Offices 


DATA FOR FULL MONTH 
Reported Share Volume .. . 
Daily Average (Incl. Saturdays) 
Daily Average (Excl. Saturdays) . 
Ratio to Listed Shares oe 
Total Share Volume (Incl. Odd Lots)* 
Money Value of Total Share Sales* 
Reported Bond Volume (Par Value) 
Daily Average (Incl. Saturdays) 
Daily Average (Excl. Saturdays) 
Ratio to Par Value of Listed Bonds 
Total Bond Volume (Par Value)* 
Money Value of Total Bond Sales* 
N. Y. S. E. Memberships Transferred 
Average Price 


(Mil.) 
(No.) 
(Mil. $) 
(No.) 
(No.) 
(Mil. $) 
(Mil. $) 
(Mil. $) 
(S) 

(S$) 
(%) 
(%) 
(Thou.) 
(Mil. $) 
(Mil. $) 
(%) 
(Mil. $) 
(No.) 
(No.) 


(Thou.) 
(Thou.) 
(Thou.) 
(%) 
(Thou.) 
(Thou. $) 
(Thou. $) 
(Thou. $) 
(Thou. 
(%) 
(Thou. 
(Thou. $ 
(No.) 
(S$) 








1,483 
1,248 
100,450 
1,057 
1,175 
53,592 
101,377 
154,969 
50.10 
36.14 
100.92 
70.3 
1,436 
358 

520 
0.97 
878 

794 
2,340 


18,019 
783 

847 
1.22 
22,132 
617,242 
196,864 
8,559 
9,205 
195 
196,075 
129,013 
2 
70,500 





1,481 
1,246 
101,088 
1,058 
1,179 
53,087 
101,801 
154,888 
49.26 
35.84 
100.71 
69.7 
1,374 
250 
563 
1.06 
813 
790 
2,334 


17,534 
701 
766 
1.18 
23,149 
616,802 
166,619 
6,665 
7,200 
.165 
185,232 
130,747 
2 

73,500 





1,481 
1,242 
101,399 
1,062 
1,182 
52,930 
102,017 
154,947 
48.85 
35.79 
100.61 
69.5 
1,276 
258 
522 
0.99 
780 

788 
2,320 


15,946 
664 
729 
1.07 
20,261 
518,469 
132,211 
5,509 
6,035 
130 
131,764 

90,966 
2 


~ 


64,000 





1,487 
1,235 
90,970 
1,098 
1,193 
45,102 
90,077 
135,179 
42.67 
30.33 
99.02 
59.8 
760 
270 
448 
0.99 
718 
772 
2,337 


18,246 
793 

883 
123 
24,096 
585,713 
187,631 
8,158 
9,021 
.206 
214,200 
118,254 
4 
45,000 














